The companies amortize according to the tax laws and accounting standards for their assets recorded in their actives. The am ounts calculated according to the useful life based on the standards and tax regulations and depreciation rates connected with it are ascertained and recognized as an expense pursuant to periodicity concept. Since the amounts recognized as an expense directly affects the profit and loss, it is important for the companies to calculate the useful life of their fixed assets and to determine and implement the proper method. Besides, current performance measurement methods confront us with different approaches and the methods being used enhances th e success, value of the companies while being a guide. In this research, the effects on performance measurement methods of current depreciation procedures according to accounting standards has been analyzed and the issue has been tried to assessed by taking the energy industry into consideration. Within this scope, the performances in 2014-2015 of energy companies active in Istanbul Stock Exchange are examined based on Economical Added Value (EVA) and Cash Flow Return on Investment (CFROI) models and it was determined whether or not the companies has created value.
INTRODUCTION
Financial statements are reports showing the financial status and operational results of business entities. Entities should compare the previously set targets with the actual results achieved and make and implement the required decisions depending on the adequacy of meeting the expected growth and development. Performance evaluation system becomes important at this point. The reason is, performance management aims at setting goals, monitoring achievements and evaluating the results.
It would be healthier and more realistic for the conduct of operational activities to make decisions in line with the financial statement items, so financial analysis should be made at regular intervals. Selected accounting policies and the analysis made would reflect the entity's operational performance and also would show its success on the financial statements.
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The present paper discusses the means by which entities could systematically benefit from the depreciation methods selected pursuant to Turkish Accounting Standards and the principle of periodicity, in consideration of costs and useful physical lives of their assets as well as their own accounting policies based on these assets, and how these methods would affect the relevant entities' financial statements. The paper presents the picture regarding current performance measures, namely Economic Value Added (EVA), Cash Flow Return on Investment (CFROI), Cash Value Added (CVA), Market Value Added (MVA) as financial and non-financial measures with respect to which the entities can gather and present information about their internal value addition processes. Furthermore, the analysis covered the independent audit reports for year 2014-2015, of the energy sector firms; Ak Enerji, Aksa Enerji, Aksu Enerji, Ayen Enerji, Orge Enerji, Zorlu Enerji, which are all registered with the Public Disclosure Platform (KAP), as the data pertaining to these firms are representative in terms of general practices in light of the Cash Flow Return on Investment model, which had been of significant value in terms of developing an application to serve as model to explain the Economic Value Added model. The data taken from said financial statements are arranged in separate tables for years 2014 and 2015 to calculate the firms' economic depreciation, economic lives of their depreciation, gross cash flows, gross cash investments, weighted average cost of capital and cash flow returns on investments. There after; efforts were made to show via these tables, how the calculations are performed, which items are included among data points and the differences to arise in terms of the results/rates/ratios achieved even though all the firms are from the same sector.
DEPRECIATION ACCORDING TO TURKISH ACCOUNTING STANDARTS
Comprehensive provisions regarding depreciation are set forth in TMS 16 "Tangible Fixed Assets" Turkish Accounting Standard (TMS). This Standard is promulgated in Turkish Official Journal No.26040 to be applicable to accounting periods starting after 31.12.2005.
According to TMS 16 Tangible Fixed Assets Standard, "depreciation" means systematic distribution of the depreciable amount of an asset during the asset's useful life. Again according to the same Standard, "depreciable amount" means the amount found by deducting the residual value from an asset's cost or other amounts considered as cost.
Depreciable Amount and Depreciation Period; An asset's depreciable amount is systematically distributed over the asset's useful life. Distribution of fixed assets' costs to their useful lives is due to periodicity principle. When determining the asset's book value on time basis, the period during which the asset is practically used by the entity shall be considered and not the asset's physical service life. To determine the useful life of an asset, factors such as technological obsolescence, wear & tear etc. should be considered. The entity's maintenance & repair policies also affect this determination. Same assets can have shorter or longer economic lives in line with the maintenance & repair policies of different owners. Similarly, same asset can have shorter or longer economic lives according to the intention of use.
Residual value or the useful life should be revised at least at the end of each accounting period; in case the prospects differ from the previously made forecasts, changes should be recorded as "changes in accounting forecasts" in accordance with TMS 8 "Accounting Policies, Changes and Mistakes in Accounting Forecasts" Standard. Depreciation shall be reflected on financial statements as long as the asset's residual value does not exceed its book value, even if its real/actual value exceeds the book value. Maintenance and/or repair of an asset does not eliminate the requirement for depreciation. Depreciable amount of an asset is found by deducting the residual value. In practice, an asset's residual value is generally minor and therefore insignificant for calculation of the depreciable amount. An asset's residual value can be increased to an amount equal to or greater than its book value. In such case, the asset's depreciation expense shall be equal to zero until the residual value decreases to an amount less than its book value. An asset shall start to be depreciated when the asset is or becomes usable, for instance when the asset is brought to a state and location desired by the entity management. An asset's depreciation shall be ceased at the earlier date among the dates when the asset is classified as an asset held for sales purpose (or included in a group classified as assets held for sales purpose) as per TFRS 5 or when the asset is derecognized in the entity's relevant financial statement (balance sheet). For this reason, depreciation of an asset shall not be ceased when the asset becomes idle or put out of service unless the asset is fully depreciated. However, depreciation expense can be zero during periods of no __________________________________________________________________________________ 332
production if the units of production depreciation method is used. Future economic benefits of an asset are in fact utilized by the entity during the asset's usage period. However, technical or commercial impairment and wear & tear when the asset is at idle state usually cause decreases in the potential economic benefits to be derived from such asset.
All of the following factors are considered in determining an asset's useful life.
(a) Expected use. Use is evaluated according to the expected capacity or physical production of the asset.
(b) Expected physical wear & tear. Expected physical wear & tear depends on operational factors such as the number of shifts during which the asset is used, regular maintenance & repair schedule and maintenance & repair operations the asset gets subject to during idle times.
(c) Technical or commercial impairment due to production changes or developments, or changes in the market demand for the product or service produced by the asset. Future decreases expected in the sales price of an item produced through use of an asset can create expectancies for technical or commercial impairment of the asset's value, therefore can reflect a decrease in the future economic benefits expected from the asset. Useful life of an asset is determined according to the benefit expected from that asset by the entity. The entity's asset management policy can require disposal/sale of assets after a certain period of time or after utilization of the assets' future economic benefits at certain rates. Therefore, an asset's useful life can be shorter than its economic service life. Forecasting an asset's useful life is a matter of judgment based on the entity's experience about similar assets. Land and buildings are separable fixed assets even when they are purchased in combination and are separately recognized and recorded. Lands have unlimited useful life except some types such as quarries and areas used for landfilling, therefore these lands are not depreciated. Buildings have limited useful lives, therefore these are depreciated assets. Rise in value of land on which a building is constructed shall not affect the depreciable amount of that building. In case the land cost includes the costs of dismantling, removal and restoration of the area, the portion of the land cost comprising of the foregoing costs shall be depreciated for the time where the entity benefits from bearing such costs. In some cases where the land itself may have limited useful life, depreciation is applied as to reflect the benefits to be derived from the use of such land.
Depreciation Methods: Depreciation method used reflects the utilization model expected to be applied by the entity regarding the asset's future economic benefits. Depreciation method applied to an asset should be revised at least at the end of each accounting period. In cases where a significant change occurs in the utilization model of the asset's future economic benefits, the method should be changed to reflect the changed model. Such a change shall be recorded as a change in accounting forecasts in accordance with TMS 8 Standard.
The entities select the method which best reflects the utilization model of the asset's future economic benefits. The selected method shall be consistently applied to each period unless a change occurs in the utilization model of the asset's future economic benefits. A depreciation method based on the revenue obtained from an activity involving use of an asset is not accepted. Revenue obtained from an activity involving use of an asset usually reflects factors other than the utilization of the asset's economic benefits. For instance, the revenue is affected by other inputs and operations, sales activities, sales volumes and prices etc. The price component of revenue can be affected by the inflation rate which has nothing to do with the asset's utilization means.
Various depreciation methods can be used to systematically distribute the depreciable amount of an asset throughout its useful life. These are:
-Straight Line Method, -Declining Balance Method, -Units of Production Method.
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Standards deal with the impact of the selection and implementation of the selected depreciation model on the period end results and therefore on the comparison of the entity's financial statements based on years. In other words, standards stipulate a consistent use of depreciation methods throughout the periods. Unless a good justification exists for changing a selected depreciation method, the selected method is expected to be used consistently during the consecutive periods. Impact of the change shall be measured within the accounting period where such change occurs and the change itself should be explained together with the reason justifying the change.
Straight Line Method:
This method is commonly used since it is quite simple as it replaces the time function with the utilization function in the depreciation formula. Also called the regular depreciation method, this method is based on the principle of applying the fixed percentage found according to the asset's service life to the value which remains after deducting the salvage value from the fixed asset's cost. In Straight Line method, the asset's depreciation expense is fixed during its useful life as long as the residual value remains the same. Straight Line Depreciation formula is as follows:
Declining Balance Method: In this method, depreciation expense decreases during the asset's useful life. It is based on the calculation of an asset's depreciable value with the help of decreasing fractions throughout its economic life. Thus, the depreciation amount decreases each year. The sum of the fractions used shall be equal to 1 (one) at the end of depreciation period, which means that the entire value of the depreciable asset is allocated to the depreciation amounts during its economic life. 
PERFORMANCE MEASUREMENT METHODS
Performance measures provide information to investors and managers about the value addition processes within the entity. Internally, entity managers should rely on performance measures to monitor the value addition processes within the entity and to obtain information required for appraisal of current performance. Externally, performance measures can be used for making comparisons between firms and as an indicator for the entity's future performance. Design of the performance measurement system should be compliant with the entity's strategic goals. Moreover, selection of performance measures to be used for restriction of managers' behaviors is an important issue.
General review of the existing literature about performance measures shows the existence of numerous instruments written on Economic Value Added (EVA) and Market Value Added (MVA), however the number of instruments written on CFROI and CVA is quite few. Günther (1997) compared CFROI, CVA and EVA methods in the article prepared about the firms listed on German Stock Exchange and found CVA to be relatively better compared to the other ones. Clinton and Chen (1998) examined the relation between the stock yields of 325 firms and their CVA, CFROI and EVA values during the sampling period 1991-1995. At the end of this research, the authors did not find any correlation between the EVA and CFROI values and stock yields. Fernandez (2002) examined the increase in CVA and income of shareholders and found 1.7% correlation, thus suggested that CVA is not a very meaningful measure for measuring a firm's performance. Li and Guo (2003) 
Economic Value Added (EVA)
EVA is the measure of the value created upon comparison of the cost required to support the operations and the operational revenue. In other words, EVA measures the difference between the return on the entity's capital and the cost of this capital. A positive EVA value shows that value is created for the shareholders and a negative EVA value shows the contrary. EVA is the integral measure of financial performance according to Otley (1999) . EVA is a specific performance measure and it is also the base of a broader performance measurement structure. According to Stewhart, EVA is the most directly related performance measure with creation of stakeholder value. For calculation of Economic Value Added; operating profit is found by deducting the operating expenses made by entities during the period for the sales made from the net sales figure obtained at period end; taxes to be paid is deducted from this operating profit figure to determine the net operating profit after tax; economic value added amount is found by deducting cost of capital (paid capital and weighted average cost of capital component) from net operating profit after tax amount.
Cash Flow Return on Investment (CFROI)
CFROI is the method for measuring the expected return of an investment by considering cash flows and time value of money. In CFROI method, the figure found is compared with the cost of capital to decide whether an entity's investments are good, neutral or poor. For this reason, an entity should increase the difference between its CFROI and cost of capital to increase its business value.
CFROI of an entity is calculated by using four inputs.
1-The first input is the inflation adjusted annual gross investment amount. Economic lives of entity assets are calculated by dividing the depreciable gross tangible fixed assets (which is obtained by adding the accumulated depreciation amount to net tangible fixed assets) by annual depreciation expense. Gross cash flows are calculated by adding depreciation expense and interest expense for the period to net profit. Depreciable assets and intangible assets are added together and the result is added to underground and overground facilities figure, then this result is summed up with the net figure obtained by subtracting monetary liabilities (comprised of the total of commercial liabilities, severance payment and other liabilities) from monetary assets (comprised of the total of cash and cash equivalents, commercial and related receivables and other current assets). 
Cash Value Added (CVA)
Cash
Market Value Added (MVA)
Considered as a continuation of EVA, MVA is a measure comparing the entity capital's market value with its book value. MVA is the difference between the entity capital's market value and the capital amount actually provided by shareholders. In other words, MVA is the difference between the capital investment originally made in the entity by investors and the value these investors would obtain if they sell this investment over the share prices applicable in the current/relevant period.
MVA is closely related with economic profitability. It measures whether the entity succeeded to add some premium on the total resources (debt + equity) it has. MVA shows whether the invested capital is efficiently used. It demonstrates a cumulative measure since it enables estimation of the retrospective entity performance.
MVA formula is given below. 
FINDINGS

An Implementation According to Economic Value Added Model (EVA)
The following Weighted Average Cost of Capital = 15,000,000 * 0.26 = 3,900,000 TRY Assuming the after tax profit of entity is 5,000,000 TRY; EVA = 5,000,000 -3,900,000 = 1,100,000 TRY In this example, shareholders gain would be 3,900,000 TRY in case they invest in an alternative investment, however they gained an additional 1,100,000 TRY by preferring to invest in Company X. The said amount is the Economic Value Added (EVA).
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An Implementation for Energy Firms According to Cash Flow Return on Investment Model (CFROI)
The investments of energy firms have a quite significant share in their balance sheets, therefore we chose to use 2014 and 2015 data published on Public Disclosure Platform (KAP) from the eligible energy firms listed in Istanbul Stock Exchange Market for the implementation part of this study. Balance sheet data used in the implementation is 12-month data audited by independent auditors and are obtained from official KAP website. Balance sheet data are used for capital structure (debt -equity share) during calculation of Weighted Average Cost of Capital. However, interest rate is taken as 15% as a common measure since it is quite difficult to determine the cost of borrowing for each firm.
After determining the firms' costs of borrowing and costs of equity, weighted Average Cost of Capital is found by adding up the multiplication results of the said costs by their balance sheet weight. Following table contains data used in CFROI calculation for the analysis of energy industry firms. Reviewing Table 3 -4; first the depreciable gross tangible fixed asset figure is found for the energy firms by adding up their net tangible fixed asset and accumulated depreciation figures; then the annual depreciation amount is divided by this figure, and the result gives the economic lives of the depreciable assets. According to this data, we can see that economic lives of the firms' depreciable assets is minimum 6 and maximum 36 years for 2014 and minimum 6 and maximum 50 years for 2015. Reviewing Table 5-6; tangible fixed assets, funds, weight of each fund within the overall fund portfolio, interest rate and tax rate data is obtained from the firm's financial statements and B/S footnotes for calculation of economic depreciation amounts of the energy firms; then the Weighted Average Cost of Capital (WACC) is calculated with the following formula.
According to these data, economic depreciation amount for Ak Enerji and Ayen Enerji can be calculated, but the other firms have no funds so the calculation cannot be made; Ak Enerji's economic depreciation amount is higher than Ayen Enerji's in 2014, and the case is just the contrary for 2015.
__________________________________________________________________________________ 339 In Table 7 2, 498, 864, 172 118, 567, 643 82, 229, 586 125, 329, 514 1, 042, 354 77, 093, 589 1, 565, 946 3, 656, 511 2, 743, 717, 223 Aksa 2, 684, 611, 121 9, 513, 949 34, 238, 000 88, 689, 954 9, 213, 837 265, 401, 145 1, 829, 338 14, 336, 828 2, 544, 699, 550 Aksu 6, 763, 268 10, 072, 706 3, 311, 870 290, 841 0 13, 402 41, 293 421 20, 383, 569 Ayen 912, 416, 269 41, 506, 289 188, 692, 607 31, 100, 923 218, 160 79, 316, 772 2, 054, 245 59, 521, 797 1, 033, 041, 434 In Table 9 -10, intangible assets, cash and cash equivalents, commercial and related receivables and other current assets are added to depreciable assets to reach the firms' gross cash investment figures. Severance payment and other liabilities are deducted from the result of the foregoing calculation, thus gross cash investment figures are found. This calculation shows that the highest gross cash investment figure for 2014 belongs to Ak Enerji and the lowest to Zorlu Enerji; and for 2015 the highest figure belongs to Ak Enerji and the lowest to Zorlu Enerji again. 
-Other Liabilities
Gross Cash Investment
Ak
Gross Cash Investment
Ak 4, 049, 357, 799 115, 808, 714 476, 767, 228 105, 827, 317 2, 253, 044 136, 168, 572 1, 492, 719 3, 009, 874 4, 609, 342, 937 Aksa 3, 031, 979, 261 10, 280, 998 48, 452, 416 182, 621, 158 5, 005, 240 400, 144, 104 1, 519, 007 13, 056, 474 2, 863, 619, 488 Aksu 17, 697, 098 9, 684, 367 2, 084, 458 111, 108 125, 327 26, 165 49, 110 21, 642 29, 605, 441 Ayen 1, 153, 032, 787 40, 720, 144 152, 593, 651 26, 344, 803 69, 657 68, 343, 642 2, 720, 724 138, 276, 173 1, 163, 420, 503 Orge __________________________________________________________________________________ 341
In Table 11 -12, the firms' CFROI figures are tried to be calculated by considering the economic lives, economic depreciation amounts of tangible assets, gross cash flows and gross cash investment figures of firms obtained from the calculations in the previous tables and the following formula is used for CFROI calculation.
CFROI = ((Gross Cash Flow -Economic Depreciation) / Gross Cash Investment
According to this calculation, the highest CFROI figure for 2014 belongs to Orge and the lowest to Ak Enerji; for 2015 the highest belongs to Orge and the lowest to Aksa. In Table 13 -14, the firms' gross cash flow amounts are compared with total cash flow amounts, volume of assets and annual turnover figures. According to this comparison, the highest result belongs to Ak Enerji and the lowest to Aksa Enerji. But these results should be evaluated by considering the company sizes also. As can be understood from these data, some of the firms within the industry succeed to create value addition for their shareholders whereas some cannot; average of the industry firms show an average CFROI figure of 0.0591 and WACC 0.0367; with these data we see that the industry can provide value addition to the shareholders in general.
For year 2015, Aksa, Orge and Zorlu showed positive performance according to the value based performance measure CFROI since the CFROI figures of these firms are higher than their WACC figures. Ak, Aksa and Ayen have CFROI figures lower than their WACC figures, creating no value addition for their shareholders. As can be understood from these data, some of the firms within the industry succeed to create value addition for their shareholders whereas some cannot; average of the industry firms show an average CFROI figure of 0.0762 and WACC 0.0465; with these data we see that the industry can provide value addition to the shareholders in general.
The calculations made show that the gross cash investments of energy firms are quite higher than their gross cash flows. Cash flows of the firms operating in this industry should be increased to be able to make a positive assessment in terms of company performance.
CONCLUSION
Performance measurement in business entities is an important factor for shareholders, managers, investors, creditors and other stakeholders for making decision. Today, conventional performance measures are replaced by contemporary ones. Business entities should appropriately and effectively use the performance measurement methods considering the increased challenge within the growing and globalized competition environment.
Depreciation amounts allocated to the fixed assets included in entity financial statements have significant impact on the entity's performance measurement results. The reason is, selection of depreciation method and the depreciation amount calculated according to this selected method can have positive or negative effects on the entity financial statements and performance measurement results. In this paper, we applied the value based performance measurement methods Economic Value Added (EVA) and Cash Flow Return on Investment (CFROI) to firms operating in the energy industry to analyze whether these firms could create any value added. are analyzed individually, some are seen to be able to create value added for their shareholders while same are not; on the other hand, the industry average shows that the industry can create value added for their shareholders in general.
In conclusion, specifying different depreciation periods and using different depreciation methods by entities can significantly impact their financial statements and creates difficulty in comparing the entities with each other. Changing the selected depreciation method also causes different results for the entities' EVA (Economic Value Added) and CFROI (Cash Flow Return on Investment) performance measures. Our implementation also shows that the differences in depreciation management of the energy industry firms have significant impact on the change in their performance indicators.
